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Title: An Organizational Capacity model for wine cooperatives 
 
Abstract 
We propose a model of Organizational Capacity for wine cooperatives. Cooperatives 
are organizations with distinct characteristics, in particular, they have a dual nature: they 
are simultaneously a business and non-profit driven organizations owned by their 
members. This poses specific challenges to cooperative management. Organizational 
Capacity is a construct developed for nonprofit organizations, but it has not been 
applied to cooperatives. Based on a qualitative study with 19 wine cooperatives in 
Portugal, we developed an organizational capacity model that accounts for the social 
and the economic dimensions of cooperatives and the peculiarities of their identity. The 
model comprises seven interdependent capacity elements: infrastructure, financial, 
strategic planning, marketing, human resources, relationship with members, and 
management capacity. We explore each of these capacities and how they relate to each 
other, highlighting their specific relevance in cooperatives. 
 
Keywords: organizational capacity, cooperatives, wine cooperatives, Portugal. 
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INTRODUCTION 
Cooperatives are a considerable social and economic force in the world, providing more 
jobs than all multinational corporations together (Goel, 2013). There are over 2.6 
million cooperatives globally with about 1 billion members. Cooperatives contribute to 
sustainable economic growth, employing 250 million people. Within the G20 countries, 
cooperative employment makes up almost 12% of the total employed population (ICA, 
2015b). 
The wine business is a highly competitive global industry. In Portugal, the business is 
important to the economy and wine is part of the culture of the country. In fact, there is 
wine production in all regions of Portugal. Although wine production has fallen in most 
European countries since 2000, Portugal saw a 5% increase. In 2015, 274 million 
hectoliters of wine were produced globally, 6.3 million of which were produced in the 
country. Portuguese cooperatives were responsible for 39% of this (IVV, 2017).  
Despite competing in the same market, cooperatives are organizations that differ from 
for-profit companies in many aspects. Members own and control the cooperative 
democratically. The purpose of cooperatives is to maximize members' service and 
satisfaction and to promote and assist community development. Any surplus revenues 
earned by the cooperative are reinvested in the business or returned to members based 
on how much business they conducted with the cooperative that year (Couderc & 
Marchini, 2011; ICA, 2015a; Nilsson, 1996; Saïsset, Courderc, & Saba, 2011). 
Companies, on the other hand, are owned by investors, often controlled by shareholders. 
The purpose of investor-owned firms (IOF) is to maximize investors' returns, and profits 
return to them based on ownership share (Saïsset, Courderc, & Saba, 2011).  
Cooperatives are also different from non-profit organizations (NPO). Although profit is 
not the purpose in either of them, cooperatives are business organizations that act in the 
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market as any other investor-owned firm (IOF). The economic dimension is the means 
by which the cooperative reaches its social dimension, satisfying the members. On the 
other hand, NPO aims to serve the public interest by delivering a service or product to 
the community. These organizations depend on donations, philanthropy, and 
voluntarism to operate, attending to needs in assistance areas such as health, education, 
housing, and so on (ICA, 2015c; Nilsson, 2001). 
Two components define the cooperatives' identity, known as the dual nature of 
cooperatives (Nilsson, 1996; Pache & Santos, 2013; Puusa, Mönkkönen, & Varis, 
2013). The first is the economic component related to being a business enterprise. The 
second is the primeval social component characterized by serving the social group of 
members. The difficulties posed by this duality in cooperatives, added to the challenges 
of facing a fiercely competitive business, justify the need to provide wine cooperatives 
with the capacity to survive and achieve its social purpose towards members. 
Although cooperatives have particular characteristics, make a substantial contribution to 
the economy and occupy a prominent position in the history of organizations, few 
studies have been published about their management (Puusa, Hokkila, & Varis, 2016; 
Puusa et al., 2013; Rebelo & Caldas, 2015). Wine cooperatives, in particular, are even 
less present in the scientific literature. Indeed, most publications in scientific journals 
are in areas other than management, or other types of cooperatives, which have different 
characteristics when compared to wine cooperatives. 
There is no recipe that guarantees high performance, but some resources and abilities 
make it more likely for cooperatives to reach their goals and become successful. 
Success is hard to define in cooperatives but can be expressed as realizing the purpose 
of the organization, that is, satisfying the needs of its members while remaining 
sustainable. As Rebelo, Caldas, & Matulich (2010) declare, agricultural cooperatives are 
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successful if they provide higher economic benefit to the members. So, what are the 
capacities that can potentially drive wine cooperatives to achieve their goals? 
The construct of Organizational Capacity (OC) has been developed mainly in the 
context of NPO, with the underlying goal of improving their performance (Eisinger, 
2002; Hall et al., 2003). The purpose of OC studies is to identify the main capabilities 
required for the organization to meet its objectives. These capabilities may differ across 
contexts and organizations, and the challenge is to find the set of capacities that best fit 
the organization under study. Once the organization is aware of the required capacities, 
it can devote time and resources to developing them to improve performance. Therefore, 
the concept has great potential to identify the factors that lead a cooperative to success. 
Eisinger's (2002) definition of OC is “a set of attributes that help or enable an 
organization to fulfill its missions” (p.117), As such, OC directly inﬂuences 
organizational effectiveness. 
The model of organizational capacity for cooperatives can provide managers, members, 
and employees of wine cooperatives guidance to evaluate organizational capacity. 
Understanding the specific dimensions of OC in wine cooperatives can help them 
strengthen their position and consequently might improve the lives of producers and 
promote rural development. As Bhuyan & Leistritz (2001) argue, knowing the factors 
that lead some cooperatives to succeed may help other cooperatives enhance their 
ability to succeed too. 
Therefore, the purpose of this article is to propose a model of OC for wine cooperatives, 
addressing this gap in the literature. The research question to be answered in this study 
is: What are the dimensions of organizational capacity that will potentially lead wine 
cooperatives to achieve success? 
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COOPERATIVES 
A cooperative is a member group, described as a people-centered organization and 
identified by a cooperative concept that promotes the principles of self-help, self-
dependence, and self-government (Puusa et al., 2016). Members are patrons 
(buying/selling/working), owners (financing), controllers (leading the business) and 
beneficiaries (receiving the surplus) at the same time (Nilsson, 1996). Gupta (2014) 
argues that cooperatives exist as experiments of democracy because they allow 
members to be part of something big without losing the sense of ownership and 
participation. The purpose of cooperatives is not only to provide benefits to the 
members but also to generate a sufficient amount of surplus to maintain the long-term 
survival of the cooperative (Puusa et al., 2016). 
Cooperatives are unique organizations due to their principles, means-and-ends 
rationality, and the inherent diversity of interests that make them different from IOF and 
NPO (Mooney & Gray, 2002). For instance, IOF distribute dividends to shareholders 
while cooperatives use patronage refunds to share the net surplus with their members 
(Nilsson, 1996). When compared to NPO, the main difference is that cooperatives are 
economic organizations while NPO exist to serve the public interest. 
According to ICA (2015a) the latest version of the seven cooperative principles are: 1) 
Voluntary and Open Membership, 2) Democratic Member Control, 3) Member 
Economic Participation, 4) Autonomy and Independence, 5) Education, Training, and 
Information, 6) Cooperation among Cooperatives, and 7) Concern for Community. The 
cooperative values are democracy, equality, equity, self-help, self-
responsibility, and solidarity (ICA, 2015c). 
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Oczkowski et al. (2013) argue that internal and external pressures influence how the 
cooperative follows the core principles in practice, recalling recent research that found 
that cooperative values and principles are applied in different ways in different contexts. 
Because of its dual nature – the social and the economic dimensions – the cooperative 
has been described as a complex organization with a variety of goals, some of which 
may conflict with one another (Pache & Santos, 2009; Puusa et al., 2013). Another form 
of duality may give rise to conflicting objectives: the peculiar double role of the 
members, who are both suppliers and owners. As suppliers, members may be tempted to 
immediately obtain prices higher than the market price for their production instead of 
making long-term investments with a residual surplus (Saïsset et al., 2011). Zamagni & 
Zamagni (2010) regard this dichotomy of the business role and the member role as 
precisely the reason why the cooperative organization might be considered difficult to 
explain and challenging to manage. Couderc & Marchini (2011) also alert that members 
and managers need to balance short-term individual member interest with long-term 
collective equity value building. 
One of the most expressive forms of cooperatives is the agricultural one, where farmers 
come together to produce and sell their crops. Nilsson (1996) says that a farmer 
cooperative is a business where the farmers are the users of the organization's services. 
Moreover, the benefits received by the farmers from committing capital to a cooperative 
depends on patronage, and the formal governance of the business is democratically 
structured (Nilsson, 1996). 
 
PERFORMANCE IN COOPERATIVES 
Whereas economic performance in IOF can be assessed using financial indicators like 
earnings and profits, the social dimension of NPO and cooperatives demands that other 
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indicators be used to assess their performance (Saïsset et al., 2011; Couderc & 
Marchini, 2011). A meaningful empirical evaluation of the cooperative’s performance 
should address the dual objective nature of the organization (Soboh, Lansink, Giesen, & 
van Dijk, 2009). Members’ returns and the continuity of the business, as the core 
objectives of the cooperative, must be part of this evaluation. 
Several authors have attempted to develop indicators to measure performance in 
cooperatives (Saïsset et al., 2011; Couderc & Marchini, 2011; Kyriakopoulos et al., 
2004). However, those indicators focus on different aspects of the financial performance 
of the cooperative and may not be as easily understood as those based on profit used to 
assess for-profit organizations. The search for the best indicators is a continuous effort.  
To Rebelo, Caldas, & Matulich (2010), agricultural cooperatives are successful if they 
provide higher economic benefit to the members than they can achieve outside of the 
cooperative. Its ultimate purpose is, therefore, to increase the revenues of the farmer, 
thereby meeting the cooperative's social element, which can only be achieved if the 
cooperative is sustainable as a business. Mayo (2011) sustains that the most important 
thing is to ask members what high performance is to them. A simple and accepted way 
among wine cooperatives members to measure performance is the total earnings of the 
member, that is, the price of the grapes delivered and the surplus. So, that seems to be 
an acceptable parameter to evaluate wine cooperatives’ success.  
 
ORGANIZATIONAL CAPACITY 
Eisinger (2002, p. 117) defines Organizational Capacity as “a set of attributes that help 
or enable an organization to fulfill its missions.” The author continues saying that “these 
attributes are latent until they are mobilized.” This means that, although organizational 
capacity is a component of high performance, they are not synonymous. An 
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organization with OC has the potential to achieve high performance, but that does not 
mean it will. Hall et al. (2003) also claim that OC refers to “the ability to perform or 
produce and is often used in reference to potential” (p. 3). 
Many authors have tried to explore what constitutes OC and identify its various 
dimensions in the context of NPO (Austin, Regan, Samples, Schwartz, & Carnochan, 
2011; Connolly & York, 2003; Eisinger, 2002; Fredericksen & London, 2000; Hall et 
al., 2003; Suárez & Marshall, 2014; UNDP, 2007; Vita, Fleming, & Twombly, 2001). 
Several multi-dimensional models of OC have been proposed (Cornforth & Mordaunt, 
2011), typically presenting 3 to 5 different dimensions. Despite this variety, there is 
mostly convergence in what authors consider OC. The recurrent, core elements of OC in 
NPO fall into four main categories: 1) leadership, the capacity of the manager to attract 
volunteers and employees to the mission and the cause; 2) financial, the capacity of 
raising funds and managing financial resources; 3) networking, the capacity to establish 
and manage relationships within the community; and 4) operational, the capacity to 
produce and deliver the service. 
In general, models and instruments tend to be effective when used by organizations in 
the particular sector for which they were designed and may not apply to other 
organizations (Bourgeois, Whynot, & Thériault, 2015). 
Although those OC models fit NPO, some features should be considered to adapt them 
to cooperatives. The identity of the cooperative, attached to its values and principles and 
its dual nature, all affect the way cooperatives work, and any model design to this type 
of organizations must consider it. 
Besides, the peculiar role of members in cooperatives (Rebelo, Caldas & Matulich, 
2010; Zamagni & Zamagni, 2010) deserves particular attention when developing a 
model of OC for cooperatives.  
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DEVELOPING AN ORGANIZATIONAL CAPACITY MODEL FOR 
COOPERATIVES 
We undertook a qualitative study in Portugal to arrive at a model of OC for wine 
cooperatives. The study was conducted with 19 different wine cooperatives, including 
two unions and one federation, from 12 different regions of wine production in 
continental Portugal. Theoretical sampling was used for their selection, whereby we 
sought to include cooperatives that would provide the best insights into the concepts 
under analysis, as well as representing the variety of conditions of the 67 active wine 
cooperatives in Portugal in 2015.  
There was considerable diversity in the sample: not only were there cooperatives from 
different wine regions but there was also significant variation in other relevant features 
such as the number of active members, the volume of wine production, the price paid 
for the grapes and the average size of the vineyards.  
Intensive semi-structured interviews were the main source of data. We interviewed 23 
people: 15 cooperative members (Mbr), 13 of whom were presidents or directors of the 
Board of Directors (BoD) and eight managers (Mng). Of the 23, 19 were men; all four 
women interviewed were managers. We applied the two techniques suggested by 
Bryman & Bell (2011) to pursue data credibility: triangulation,  by interviewing 
managers, directors of the BoD, and members of the cooperatives; and respondent 
validation, by validating the final model with six of the interviewees in the study that 
are experts in Portuguese wine cooperatives. 
The model of the OC of wine cooperatives emerged from the interview analysis. It 
proposes seven interconnected dimensions: infrastructure capacity, financial capacity, 
strategic planning capacity, marketing capacity, human resources capacity, relationship 
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with members, and management capacity, as shown in Figure 1. We next describe each 
and explore their particular relevance in wine cooperatives. 
 
Figure 1: Organizational capacity for wine cooperatives 
 
 
 
 
Infrastructure Capacity 
Wine cooperatives are big plants, with big machines, requiring large areas. The 
infrastructure involved represents large capital investments. A BoD member explained: 
“Oenological equipment is very expensive.” [04BoD]. 
Cooperatives must invest in equipment that allows them to achieve economies of scale 
and scope to lower the unit cost of wine. Another way to enhance scale is accepting new 
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members. Although new members will benefit from the existing assets of the 
cooperative, they will also contribute to increase volume (Nilsson, 2001). Most of the 
interviewees, members of the BoD and managers, agreed that scale is a critical factor in 
wine cooperatives.  
In the reception of grapes, for instance, cooperatives have to accept all the grapes from 
the members in a short period (harvest in Portugal lasts for around 30 days). The 
infrastructure installed has to support the total incoming grapes. Otherwise, the final 
product, the wine, may lose quality. 
Also, each step of the transformation process requires expensive equipment: receiving 
bins, destemming, crushing and pressing machines, fermentation tanks, storage vats and 
bottling lines. Additionally, it is necessary to have cellar space for the storage of bottled 
wine and barrels, if the wine requires maturation. Regarding this, a manager declared, 
“We have made investments to increase, not only storage capacity but also the quality 
of storage.” [08Mng]. 
The current situation in many cooperatives regarding machinery is that they are 
obsolete. Moreover, some did not invest in the renovation of the infrastructure to meet 
changes in the business. As pointed out by a BoD member, because of the outdated 
infrastructure "production costs are very high." [01BoD]. 
Wine cooperatives infrastructure is costly, and caution is required when embarking on 
renovations or expansions of the plant, machinery, and equipment. However, the 
dynamic and competitive wine business demands constant investments in this matter to 
guarantee low costs, scale, and quality. As such, it requires financial capacity, explained 
next. 
 
Financial Capacity 
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This capacity is related to the ability of the cooperative to pay its expenses and generate 
a surplus. According to the interviewees, there are two strategic financial issues in wine 
cooperatives. The first one is the payment of grapes. Grapes are the primary raw 
material for wine production, and it is the cooperative members who supply them. 
Cooperatives have to be able to provide a price equal or superior to the price paid by the 
market with a reasonable payment term.  
Paying below average for the grapes or, worse, not paying at all, compromises 
members’ trust in the cooperative; and once members lose trust, their commitment will 
vanish, and they will consider selling their grapes to another wine producer. In this case, 
the cooperative may not have enough (quality) grapes, will not be able to produce 
enough wine, and will not generate enough sales to pay for the grapes, and a vicious 
circle ensues. 
The second strategic aspect that deserves particular attention is the investment in 
infrastructure. As explained above, new equipment can lower the production costs by 
improving gains of scale, increasing the processing capacity, from the reception of 
grapes to the production of the wine and its storage. Achieving the quality standards 
required by legislation and the market also require permanent investments in 
infrastructure. Long-term strategies, especially concerning investment in technology and 
other modernization, need to generate a return that guarantees the long-term viability of 
the winery (Alonso & Liu, 2012). 
On the other hand, some cooperatives have failed because they invested in expensive 
new plants without enough financial capacity for it. A BoD member said that many 
cooperatives in his region had financial problems because the managers invested in 
renovations of infrastructure without the corresponding ability to pay the debt incurred.  
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Nilsson (2001) argues that investment decisions in cooperatives should attend to the 
preferences of the “average” member. However, due to the diversity of individuals 
preferences, only a small group will be fully satisfied (Nilsson, 2001). It is necessary 
that the BoD and managers understand this and seek the best solution for members and 
the cooperative, safeguarding long-term sustainability, which relies on strategic vision 
and planning. 
 
Strategic Planning Capacity 
Nowadays, it is widely accepted that thinking strategically and practicing strategic 
management are essential to secure good organizational performance (Analoui & 
Samour, 2012). NPO and cooperatives are no exceptions.  
Wine cooperatives must define what they want to be and where they want to be in the 
future. Planning is a process that requires knowledge to understand the context and to 
define the strategies available to approach it. Bad or lack of planning may lead the 
cooperative to critical situations. Decisions about investments and marketing, for 
instance, impact all other areas of the cooperative: financial, quality, costs, marketing, 
public image, and so on. One BoD member reports on the consequences of lack of 
planning for his cooperative: "Two or three years of overproduction can lead to serious 
problems. It happened to us: 2 years of overproduction with a few more [bad] 
investments and we ended up having a liability of 5 million euros." [01BoD]. 
Cooperatives have to be able to identify opportunities and threats in the environment 
and choose ways to achieve their goals, considering their weaknesses and strengths. 
There are several strategies wine cooperatives pursue, according to the type of wine 
they produce, the markets they want to reach and the distribution channels they can use.  
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Cooperatives can sell bulk wine (usually for other cooperatives or companies to bottle), 
“boxed” wine and bottled wine, each one associated with different levels of wine quality 
and price. Selling in bulk fetches the lowest prices and, in general, cooperatives sell 
low-quality wine in bulk. Pursuing the strategy of selling bulk wine depends on 
securing low production costs, and this is possible only in a few wine regions in 
Portugal. The price of the primary raw material (grapes) is a factor of the size, 
topography, and level of mechanization of the vineyard, in addition to infrastructure 
capacity and the gains of scale achievable. 
Furthermore, it is important to be aware that a low price strategy in the wine business is 
risky because the costs of production in Portugal are higher than elsewhere. The new 
wine-producing countries, like South Africa, the USA, Australia, and others, base their 
strategy on a more industrialized form of viticulture to achieve high volumes, 
economies of scale, and consequently, competitive prices. Besides, they strongly invest 
in marketing their brands to promote a perception of consistent quality (Chambolle & 
Giraud-Héraud, 2003). Neither does a low-cost strategy promote customer loyalty. As 
emphasized by a manager, when the price is the main concern, "Today we are the ideal 
partners and tomorrow, someone knocks on the door and charges 2 cents less than us, 
and we are no longer the ideal partner." [06Mng].  
Most of the interviewed BoD members and managers recognize that the markup is in 
bottled not bulk wine. However, some cooperatives see themselves forced to sell 
medium or top-quality wine in bulk due to marketing and infrastructure shortfalls: they 
either find no buyers for all their bottled wine, or the cooperative does not have the 
infrastructure to bottle and store all the superior wine they produced. In sum, they end 
up producing wine for other companies to sell and realize the greater profit.  
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BoD members and managers have different opinions about what strategies lead 
cooperatives to a sustainable future, including either focusing on high production 
volume, on a differentiated offer or market diversification. 
Some cooperatives seek to increase their production as a means to reach new markets. A 
BoD member explained, "We want to invest, modernize, enhance the production 
capacity so that we can launch ourselves into internationalization more seriously." 
[07BoD] 
There are different paths for cooperatives to increase production. Joint ventures for 
production with other cooperatives was suggested by one interviewee, while another 
one has already created a commercial company to serve several cooperatives. 
Production can also be increased by expanding the number of members.  
Differentiation seems to be a strategy sought by many wine cooperatives in Portugal. 
This manager acknowledges: "Great opportunities lie on differentiation, on grape 
varieties. The market is full of wines that end up being all the same, so [let’s] bring it to 
the market and bet on different wines." [06Mng] 
As illustrated, to achieve differentiation wine cooperatives can capitalize on the unique 
grape types found in the country. Cooperatives are also aware that the needs of the 
market change and they must develop new products to meet the trends. This requires the 
ability to identify what the market wants and react with the appropriate highly desired 
wine, relying on the marketing dimension of organizational capacity detailed ahead.  
Diversifying the targeted markets is another of the strategies proposed to face unstable 
wine markets and fierce competition. Besides internationalization, which most 
cooperatives are pursuing, one cooperative presented distinct strategies from most of the 
others. They intended to develop wine tourism in the region as a synergistic extension 
of their wine production. Wine and its landscape are important for tourism. It is, 
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therefore, necessary to balance the competitiveness of the wine industry with the 
preservation of the attributes of the landscape if the intention is to develop it (Lourenço-
Gomes et al., 2015). This cooperative is thus contriving to enhance its business potential 
while fulfilling the 7th cooperative principle, concern for community (ICA, 2015a), by 
contributing to its sustainable development. 
In sum, there are many strategies that cooperatives can pursue, including low cost, 
product differentiation, market focus or diversification. However, each of these options 
depends on different conditions, strengths, and capabilities. So, cooperative leaders 
must make strategic decisions that are coherent with the reality of their region and their 
cooperative’s capacity. Moreover, the strategy should emerge as the result of medium 
and long-term planning. 
 
Marketing Capacity 
It is not enough to produce quality wines; it is necessary to sell them too. Sales proceeds 
are cooperative's main financial revenue and the ability to sell, preferably at a 
reasonable price, is vital for financial capacity. 
Hanf & Schweickert (2014) highlight the required customer-orientation, that is based on 
understanding the wishes of consumers and developing brands that address customer 
demands. Wine cooperatives have, therefore, to invest in market research and 
marketing. According to Kontogeorgos (2012), brands are an intangible asset that is 
difficult to imitate and can generate higher returns, consumer awareness, and trade 
power. Brands are the opposite of a commodity, which is a product with little 
differentiation and solely dependent on the forces of supply and demand. 
Until 1998, wine cooperatives did not have to invest in marketing because, in the words 
of a BoD member, customers “knocked on our door” to buy the wine. 
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They were production-oriented, and the market for Portuguese wine was mainly 
national and regional. Most of the wine sold at that time was in bulk.  
After Portugal become a member of the EU, competition in the wine sector increased 
significantly with the expanded offer of European wine, sometimes with higher quality 
at lower prices. Besides, Portuguese wine cooperatives had to adapt their production to 
the requirements of the EU if they wanted to reach those markets. Most of the 
interviewees declared this was a critical time for most wine cooperatives in Portugal. 
Cooperatives that did not realize the need for change in the way they approached the 
market went bankrupt or had financial difficulties because they could not sell their wine. 
Those cooperatives that survived changed to become more market-oriented and 
developed marketing capacity. According to a BoD member, cooperatives started to be 
concerned with learning about the market and customer needs to produce the wine the 
market expects. Moreover, cooperatives became aware of the competitiveness of the 
wine business and started to look outside the organization.  
Nowadays, most that the interviewees accept that wine cooperatives need to prospect 
and develop new markets and to promote their wines nationally and internationally to 
achieve a good price-quality ratio and guarantee their wine reaches the consumers. 
However, leaders still struggle with cooperatives' member-orientation, which can 
obstruct the shift towards customer-orientation as members may understand the former 
as permission to produce whatever they want, forcing cooperatives to deal with varieties 
not required, and quality standards not accepted by the market (Hanf & Schweickert, 
2014).  
 
Human Resources Capacity 
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All organizational capacity models recognize the importance of the people involved. As 
Vidal-Salazar et al. (2012) declare, “the factors of organizational competitiveness are, to 
a great extent, linked to the abilities, skills, and competencies of human resources” (p. 
2). 
Like any other organization, wine cooperatives depend on people to operate. Employees 
are inside the cooperative every day and must be competent and motivated to perform 
their tasks according to the aims of the cooperative, as pointed out by this manager: “It 
is necessary to have a cohesive and motivated team to have things working. So, we must 
look at the universe of the employees of the wine cooperative.” [06Mng]. 
In this area, the challenge resides in balancing the need for highly qualified 
professionals with maintaining the specific nature of cooperatives. Increased 
competitiveness has placed higher demands on human resource competence and 
interviewees alerted to the urge for professionalization in all sectors of the cooperative. 
This can be achieved by training and developing current employees and by hiring 
already qualified professionals. The expertise of winemakers, for instance, will 
determine the quality of the wine. They have to develop quality wines with the grapes 
received from members allowing for the needs of the market, and this ability requires a 
set of highly qualified skills that are crucial to the cooperative.  
Pressure to hire highly qualified professionals, on the other hand, may bring in 
individuals with no sensitivity to the specific character and principles of the 
cooperative. According to Nilsson (1996), “if the employees of the organization accept 
cooperative values much is gained since they will then probably work for the benefit of 
the members.” (p. 637).  
The particular nature of wine cooperatives must, therefore, be understood, not only by 
members, managers, and BoD but also by all employees. Unless they fully accept the 
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purpose of a cooperative, they may behave in incongruent ways and, for instance, seek 
to maximize profits instead of attending to members’ needs.    
The BoD and managers should recognize and disseminate throughout the organization 
the benefits of being a cooperative and following its principles (Oczkowski et al., 2013). 
This fits well with the 5th principle of cooperatives – education, training, and 
information (ICA, 2015a) – recognizing the need to educate, not only employees, 
managers, and members, but also external stakeholders, the customers, and the general 
public.  
 
Relationship with Members 
There is no cooperative without its members. Cooperatives exist because members 
believe they would fail if they had to act alone in the market. Being part of a 
cooperative allows them to fulfill their goals (Nilsson, 1996). Satisfying the needs of 
members is itself the purpose of the cooperative existence (Puusa, et al., 2013). The 
relationship between cooperatives and their members is interdependent and must be 
reciprocal. Members need wine cooperatives to receive their grapes, gain scale and 
access to the markets. In turn, cooperatives need members to guarantee the supply of 
grapes.  
The dual role of members as owners and suppliers (Couderc & Marchini, 2011) 
introduces tensions that are hard to manage (Zamagni & Zamagni, 2010). Mutual trust 
and commitment are pivotal in achieving the right balance (Nilsson, Kihlén, & Norell, 
2009). Without members’ trust, there is no commitment. Trust connects members to the 
cooperative, securing their participation, commitment and acceptance of ownership. 
In our research, BoD interviewees frequently expressed the concern that some members 
saw themselves primarily as suppliers, lacking commitment to the cooperative's 
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sustainability and focusing solely on price and payment term. When members believe 
they will not receive (enough) payment for their grapes, trust is destroyed, and they will 
try to sell them to other wine producers. This means that the cooperative cannot count 
on the supply of grapes. If this is recurring, the cooperative will collapse without raw 
material to produce wine. 
When members see themselves as owners too, they accept that a lower price paid for 
grapes reduces the costs of producing the wine. Moreover, they realize the need to focus 
also on the quality of grapes to attain higher prices. These factors combined will result 
in a higher surplus in which they will partake in the end. 
So, maintaining good relationships with members becomes vital for overall OC, and 
relies both on encouraging member loyalty to the cooperative’s identity and purpose by 
reinforcing their values and principles (Puusa et al., 2013); and on ensuring fair and 
timely payment for the grapes. 
Most cooperatives in our sample had created a system of payment to guarantee the right 
incentives: there was a bonus on the price of higher standard grapes and a discount on 
the price of sub-standard or unwanted variety grapes. 
The more successful the cooperatives were, the more rigorous in penalizing members, 
not only reducing the price of the grapes but applying other sanctions fixed in the 
statutes. The extreme sanction would be member expulsion. Some cooperatives feared 
losing members and were more relaxed about the rules, accepting some misbehavior 
from their members. However, cooperatives with higher performance were those with 
no inactive members, ready to exclude members that did not deliver any grapes in the 
last three years or that committed serious misconduct, such as selling the grapes to 
another wine producer. This made sure that even members not especially committed to 
the cooperative ideals saw the benefits of following the rules or suffer the consequences.  
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Management Capacity 
The most important of this set of interdependent OC dimensions in wine cooperatives is 
Management Capacity. Strongly associated with the abilities of the manager and the 
BoD members, it integrates all other capacities: infrastructure, financial, strategic 
planning, marketing, human resources, and relationship with members. 
According to most interviewees, the management of wine cooperatives should be the 
same as any other company. A BoD member attributes the failure of some cooperatives 
to deficiencies in management capacity; a concern shared by most wine cooperatives in 
Portugal. Interviewees believe, therefore, that it is vital for cooperatives to have 
professional managers. In fact, this happens in the largest cooperatives and seems to be 
a trend in those recovering from difficult times. To perform efficiently, the organization 
needs managers who possess “keen business knowledge, spirit of competitiveness for 
managerial growth and survival, as well as need to focus on certain crucial dimensions 
of leadership” (Jena & Sahoo, 2014, p. 148). As the cooperative grows, the tendency is 
to hire professional managers, so that the BoD takes care of decision control, while 
decision management is the responsibility of professional managers (Bijman, 
Hendrikse, & Aswin van Oijen, 2012). 
There are some aspects to consider regarding the professionalization of management in 
wine cooperatives. First is the complexity of the organization. Small wine cooperatives 
that produce and sell only one or two products (bulk and regional wine, for instance) to 
the national market are less complex than those also operating internationally with 
many distribution channels. The former may not be so dependable of professional 
managers. In small cooperatives, the BoD is also the operational management (Bijman 
et al., 2012). Second, the cost of a professional manager is higher than the cost of a BoD 
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member acting as a manager and, depending on the size and success of the cooperative, 
this may not be affordable. 
Also, the cooperative identity must be recognized although the issues faced by wine 
cooperatives when dealing with the market are the same as for IOF. Cooperative 
managers need the same business skills as managers in other types of organization. 
However, if they are to stay true to the cooperative ideal and achieve its goals, 
additional skills are required. The cooperative relies on the ability of the manager to 
balance the conflicting forces arising from the cooperative's dual-nature: the social 
dimension of satisfying members and ensuring the economic sustainability of the 
cooperative.  
It is essential that managers incorporate cooperative values as their own and act 
according to them. If managers do not internalize the cooperative values, the 
cooperative is likely to fail (Jussila & Tuominen, 2010), since the tendency is to focus 
on “profit” maximization instead of satisfying members’ needs. The original purpose of 
cooperatives will only continue if we develop cooperative managers that embrace 
cooperative values (Davis, 2001). 
As the core element of OC in this model, management capacity represents wine 
cooperatives' ability to survive and satisfy members’ economic needs. It assumes that 
the person in this position will be able to understand the peculiarities of wine 
cooperatives and their environment, as well as being competent at managing the 
business. 
 
CONCLUSION 
Cooperatives are organizations based on two components, a social and an economic 
one, which means, they are both business enterprises and a social group of members. 
 
 
23 
Because of this dual nature, cooperative are organizations that have to deal with the 
competition in the market and fulfill the objectives of the members  (Hanf & 
Schweickert, 2014; Pache & Santos, 2013; Puusa et al., 2013; Soboh et al., 2009).  
Although cooperatives are non-profit driven, they are different from NPO because of 
their economic dimension. On the other hand, a cooperative differs from an IOF since 
its purpose is not driven by profit but by their members' needs. This introduces specific 
challenges in cooperative management and performance evaluation (Saïsset et al., 2011; 
Soboh et al., 2009; Zamagni & Zamagni, 2010). 
Organizational capacity was developed to evaluate NPO, and authors define it as the 
attributes that enable an organization to fulfill its mission (Eisinger, 2002; Hall et al., 
2003). This depends on a variety of capacities that may differ according to the context 
and the characteristics of the organizations under study (Bourgeois et al., 2015). The 
context and idiosyncrasies of cooperatives have not been sufficiently analyzed. 
In this article, we present a model of OC for cooperatives. From an in-depth qualitative 
study of wine cooperatives in Portugal, we developed a model comprising seven 
interdependent capacities: Infrastructure Capacity allows the cooperative to employ 
modern machinery and equipment to obtain gains of scale, enhance quality and increase 
storage capacity. Of course, this will be possible only if the cooperative has financial 
resources to invest. Financial Capacity is the ability to realize sufficient revenue from 
sales and keep liabilities under control to guarantee the survival of the cooperative. This 
is predicated on Strategic Planning Capacity, that is, the ability to plan activities and 
investments and to make long-term decisions consistent with the cooperative's 
circumstances and environment, including about the markets to target. Marketing 
Capacity is thus the ability to recognize market demands and guarantee that the wine 
reaches the right consumer to ensure sales and revenue. Human Resources Capacity is 
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the ability to secure qualified professionals, with the necessary expertise and 
motivation, aligned with the cooperative ideal. Although this may seem paradoxical, the 
same challenge applies to cooperative members. Relationship with Members is a 
dimension of OC peculiar to cooperatives, that exist to serve members and whose 
sustainability depends on their continued support as suppliers and owners. This capacity 
involves supporting and educating members and implementing a payment system that 
induces compliance with the interests of the cooperative collective. 
The final and congregating core capacity of the model is Management Capacity, which 
is the ability of managers to lead the cooperative to achieve its goals by combining their 
business skills with full comprehension of the cooperative principles and logic. This 
will enable them to coordinate all other capacities by recognizing the cooperative 
identity, understanding and managing the relationships among all the environmental 
factors and the cooperative. 
The main contribution of this research is to present a model of organizational capacity 
tailored to the specificities of cooperatives by examining the context and success factors 
of wine cooperatives. The concepts of organizational capacity are, therefore, applied in 
such a way that considers both the social and the economic dimensions of cooperatives.  
Some implications for management in wine cooperatives emerged from the findings. In 
particular, being aware of the peculiar features of the cooperative identity can help 
managers accept that cooperatives require a specific managerial approach, different 
from IOF or NPO. This awareness is not always present, and cooperatives must 
endeavor to ensure it. Moreover, the model proposed can serve as a guide for managers, 
providing an analytical framework with which to look at their organizations and decide 
which capacities, competencies, and abilities to develop to increase the cooperative's 
potential to succeed. 
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The main limitation of this study is that the model was developed to explain 
organizational capacity in the environment of Portuguese wine cooperatives. Its 
generalization is therefore not guaranteed. A promising avenue to further this research is 
to test the model in other cooperative contexts.  
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